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ABSTRACT ' ' t , 

, ' The process of establishing and saintaining relations 
with a contract feeder is reviewed. Initial contact, reasons for the., 
contact, contract negotiation, key people involved, and the ^iltinate ^\ 
tools of leasurenent •are mentioned. Possible goals and Objectives to 
be specified to a negotiating contractor aze suggested. Items to be ^ 
cov-ered in the contract are outlined, including term and statement on 
conditions of termination,' facilities for of fic^s. 'andr equipment to be 
provided by the university, insurance and payment schedule details, 
financial statements to be provided by the contractor, terms of cash 
income return, Egual Eatploymfent or Affirmative Action clause, and 
lead time clause regarding management replacement. Evaluation of the 
success of the program can be determined by student satisfaction and 
budget adherence. (LBH) - 
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is very- important to remember that both 
parties should van in contract negot iations/* 
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NEGOmxION, ADMINISTRATION, AND iME^^'Uj^&ENT 
t)F FOOD SERVICE CONTRACTS IN HIGHER EliueATION 

By H, Donald Scott / > 



HERE are three choices ayailablc to college and uni- . /'and. second, ihal*\suffiacnt 'preljririnany investigation is* 
versity administrators regarding what to du abuut food * ^ rjiav^c of thcsc firms'to assure that tKcy meet your; college s 



service: 

1 . Nothing. " 

2. Self-,opernle all^feedrng units. ' ^ ^ 
- ?. Contract feeding to ah outside lirm. / ,i 

A fourth, sometimes used in larger schools, \v^;/ld 
a combination of the second and third choices, / 

There are many persuasive arguments vas t(/\\ ha/ ap- 
proach any given school ipight take. For ihiWs^'hooK 
presently involved with a caterer or for those X^'tii/injght be 
considering it, the purpose of this article is. m discuss ho\v 
to deal with the caterer if you choose that Eopftc. * 

When a scbool decides to go (he w/^ oT a ^contract 
feeder, it is usually because of one, or more, of the tollow- 
ing reasons: ^ 

1. Overpowering financial prol/Jems.^ 

2. Pressure (usually, king terti^t from students and 
faculty to upgrade program^ qual/f>y > 

3. Resignation rctiremeni?/of -dtretior, "which 
forces the school to rc/^iam/ne it*> \iew of the 
^feeding problem. ^ ^ ^" . 

ft is essential to note thal^dniin^stra(ors-l^alI of us — 
must remember that a decisYon to emp1<)y buiside man- 
agement, no matter what ty/c of arrangeme|t is consum- 
mated, cannot permit us to.dbrogatc our rcsppnsibihties to 
^ students and the .uni\ersit/^cunimumt> to ensure a tjuality ' 
\^ of food service of aecept/ble stundards. . 

Specify GoaU and Objectives 

Once the decision t/> iro to a caterer is made, the obvious 
next step is to invito^ representatives of at least two — and 
preferably three — c6iVip|nics to an imtial meeting (sep- 
arately, of course)/ No\i when 1 say tbisjs the next^tcp, ' 
I am rnaking some/ assumptions First, that you are prepared 
to speak intelligently about the goals and objectives of 
jour school as /ar as ll:e feeding progranfi is c<jncerned 
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statidards'pf performance. 
\ Seeing goals and objectives if they^^o'not e>{ist, is an 
ctcrcise that must mvoKG ifiput from all aspects of ,thc 
^schiioJs administration — business office, student aftairs. 
af^a. faculty/ ami-'.possibly even trustees. This involve- 
ment is us^ential to develop, tjie true philosophy, of the 
scliobi regarding feeding of st^iklents. Some possible ob- 
jectives mfght ' . . ''^ . - 

I To, operatp'u fiscalLy prudtjnt (breakeven) food 
service which inolHdes fulj costing of allrr^lcvant 
charges. 

proyTde a balanced diet for all students, 
ptrfvide at least iWo choices of all items on the 
menu, 

4. To offer a maximum amount of dining options 
for resident students^ . - t 

5. Etc. , 

A list of objectives can be eitlier geneni^* or. specific, but. 
must be written in a manner that wfll-4)fFer*'jfi1\ prospecfjivc 
caterer a,clcar in,s^ght intd'the view oftfie university insofar 
as its feeding program is concerned, ' 



P'^rsoiud yisit.i Itesl 



^Tlie best nicansi of invc^s^tfi^tirig thc-pr^s'|>cetjvc ciiterer 
ts by unannounced personal \isit<^Jif possibfe) to sch^()Is 
using thcse-firms or by contacting your associates in scj^ok v 
involved witli caterers. Frank, open 'qucuions' scekjiig' 
opinions of students and' administrators about food qifalJt^^ . 
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financial results, etc. must be* asked. Do not overlook 
'schools wlere a particular firm ma> have been discon- 
tinued. ' 

Novvf that >ou are prepared to settle dovvn to serious' 
talk^ with these firms, >o^ must consider what information 
jou iiQ give to them, and what you might wish to with- 
hold. Obviously, there should be ho' shenanigans in this 
area — b> suppl>ing nuslcading or fals^. information, >ou 
onlj fool >ourself. B> providing the contractor with factual 
and historical information, )au assist him in arriving at an 
intelligent proposal.' The more competent food service 
management companies will study .your food ^operation ' 
completely and ask many questions, each' of which' is in- 
^ tended to assis.^ them in p'resenting a workable agreement 
Among the things'a caterer will ask and v^'hieh you inust 
reveal are: ' ' - ' ' . 

. . i. .'Number of students qi^ board plan— and fuftire ' 

projections, . . 
^ 2 Mal(^-female raj^o. (Girls really eat Jess J 
3. Varrations in available* board plans. 
*4. Your school's prijvious' experience with these 

plans insofar .as'participation is concerned. 
5. Cash'pricos and board rates— and future projec- : 
tions for these. " ' . 
' 6. "Second^" polic:ie$ and a^strictions. 

7. Dining hours. . * ' . 

' & College calendar (-feeding days, vaication periods, 
fxam periods/etc,). ' . ^' 

And, <Jf f ourse^ a cpmplete tour o? facifities is imperative. 
"This must be done ij\ prder to' pennit the contxactor to see . 
tfie kitchen and djprng facilities in which he may be asked 
to operate. Such a tour 'w^iirnormally provoke, rumors as 
to^ v^o Jthe ^visitors aee To prevent tjiose cuitiurs, >uu 
can 'either tell it HJce it i§, in Advance; ,6r' set up a f^moke 
scr^Qp-r-inJioducc the^visitors^^as visiting dignitaxics. This 
' l^it^fr .approach is obvioifsly dangei'pus and should only be 
^used-wheh tHe^peh apptroacl^ is cons]<JeTed inappropriate. 

D^ide *tfn^the Contract Tyjpe . 

."It iSMmportant to^Cbr^sider* the advantages and ^^aci- 
v1in{ages of cfififerCnt tjf|5<is M contracts. Thftrc are^rtiany 
variatiort^ of contracts, .but they <jan geherally be classified 
into vthese categories: . * - 

L " One in which the n/anagement company assatpes 

the total risk of profit and Joss. 
,2. Onq iii which the* school assumes the risk and 
^ / guarahtces a Fee to the mailagement company, 
^ 3, One where the caterer as$umcs-thc risk but agrees 
y * to liolit profit. 

4. Ohc where the caterer assumes the risk and 
guarantees a fee to .the school — either a dollar « 
amount or percentage of receipts. 

The third^ type of contract, where the caterer has the 



risk, but hmits his jTrofit, seemsrto me tu be rfie best bet for 
most schools. In such a contract, a dail> rate is usually 
written. The school knows the cost of feeding students 
and has no nsk financiall). The onl> risk is in the corn- 
pan) *s Cubing qualit), scnicc, etc. OnI> a few >ears ago, 
this was not a concern, but today, with rising costs (par- 
ticularly, in food), they do make changes. The key to 
this kind of contract is the agreement tu profit Ifmitation. A 
figuFe is agreed upon — say three percent — and an under- 
standing is reached whereby audited j^tatements will be 
made available to tbe school. 

The management fee type contract is generally used in 
smaller schools — here the school reimburses for specific 
items and also pays an agreed upon fixed fee — or per- 
centage. 

Other vtiriatigns include cost plus contracts where there 
appears to be no advantage to the school — in fact, the more 
money spent, the more the caterer makes. There arc even 
lease agreement contracts where the school leaser a build- 
ing to iho caterer and that is it. This is an alternative when 
the school wants out completely. 

In cash operations, the contractor v^ill take a hdtpd line 
-due to the nskiof getting hurt by having to run long hour$. 
Usually, he will pay a percentage of gross income, five 
to eight percent, and may accelerate the percentage a^ 
volume goes up. Important, if he asks for price ii^cre^s^s — t 
listen. • • • ' ^ f: 

Specify Contract Re^fionsibUitiet * 

Once the contract is agreed upon,* decisions jnust , 
be reached as to what specific items the i^on^tractor wijrbe 
responsible fof and, con^ariiy, what the ^chool.will cover. 
An example of a breakdown of such respon|ibi titles miglit 
be as follows: , ' , > ^ 

> 

Confractor: 



b. 
*c. 

d; 

e. 
.f. 

g- 
'h. 

i. 
J- 

,1. 
ra. 



Food . . 

{^abor 

Social Security 'Tax 
'Workmen's Compensation 
Unempioyment Insurance 
Prodticts and Public Liability insurance 
Kitchen Supplies 
Janitorial Supplies 
Pa(p€tr Supplies > 
Office Supplies 

China and Silyer .Replacement 
Telephone— Local and Long Distance 
Laundry 



University:- - 

a. Fire Insurance \ 

b. Purchase of New Equipment 



fUDIES IN MANAGEMENT ^ 



c. Replacement of Worn Equipment 

d. Maintenance anci Repair j • " 

e. Painting and Redecorating 

f. Pest Control 

* g.. Utilities * - 

h. Removal of Trash and Garbage ^ 

jThere are other items such as debt services* administrative 
overhead, etc., ^^Jlich ma^'or ma> nut be listed. The most 
important part of this- exercise is this: ' 

WhUitexer the tt^i/i ate that are borne l}y the urn- 
. ienit\ , it i\ sour respunsibilit} to kno}i, in dftail, how 
^' much this package amounts to. Only \^ith jhat in- 
formation in hand can the school dec*idc the con- 
tract is financially accept abje'. 

Press^ but Press Fairly 

Returning to the contract, theri 
that shou^ go into a contract. Ar 

1 - 



are numerous items 
ona them are: 



3. 



A- 

7. 



'Ki'm (one year, two years) and ^^tatcmcnt on 
^nditions of termination' (usually 9Q days, some- 

, gs^eo). './■•■ 

^'^^^ifi-year contract is Jofte^i godd — gui^rantced 
^dluitie' can control costs. * 
i&gmnjent on fa'ciiities f6r offices? and equipment 
tcl'Jbe^ provided by univo-sity. . 
Detailed information Ion ' insurance, payment 
^cfitdules, etc. 

Corrti?ient on financii/l statements to be sub- 
mitted by contractor. /Audited monthly. 
Terms- of cash incomer return. 
Equal Employment ot Affirmative Action clause. 
Lead time clause re:/management replacement. 

^ > . I . ^ 

It i^ very important to /reiucmber one thing — both 

parties 'shoxifd win in contract ^negotiation. As 'important 

as it may be to press for ipms that are favorable to the 

university, you must keep if\ mind that the contractor also 

has a purpose ahd that his hands cannot be tied at evcr> 

turn. V 

Hopefully, we have covered contract specifics well 
enough to go on to i\)C next p/iase: administration of the 
contract and measurement of the caterer's program. The 
firsl,^^nd foremost, factor in this phase is the university's 
man on the scene designated tio act as the liaison man with 
the caterer. It is important that only one person be in- 
volved as tWs liaison. (Of course, he'll have other duties'.) 
It is important for the university in order to assure con- 
tinuity from its side, and equally important for the cat,crer 
who will hav^' countless questions of policy, discipline,^ 
etc., to raise, particularly in the early days of a contract. 

This man must eat regularly in the facilities, he must go 
pot of his way to ask student opinions, anjd he must' be 
Constantly iu contact witji the caterer's local di/ector. He 



will be thfc man the caterer's touring supervisor meets 
with; he will be the man students and student groups can 
come to; he will be the man who monitors the financial 
progress of the operation; he will be the man who par- 
ticipates in the selection of a manager for your school (and 
be sure you do have this privilege — perhaps I should call 
it a right). 

Contratior^s Director Holds Key Role 

As important as the university's liaison man may be to 
the balance of the operation, the person who represents the 
caterer on >our campus is even more important for both 
parties. He must be skilled lechnicall>, he must be astute 
financiall), he must be able — and Nvilling — to dcalVegu- 
lariy with students; and he must be a strong leader. 

The contractor's director of food service and the uni- 
versity's liaison man shoyld meet officially at least weekly. 
In some of these meetings, it may be appropriate* to include • 
other university officials in order to^kecp the caterer con- 
scious of the feehngs of others within the university com- 
munity. ' 

. One of the great dilemnjas that a college food service 
director has,-working for a caterer — particulariy if he is 
conscientious — is treading the thin, often indistinguishable, 
line between loyalty to the firm for which he works and.' 
to the school wl^ich he is serving. A good man ^ill not 
al\tays be pro-company — and. of course, musj^^vcr be 
always anti-company. {, 

' Perhaps the most important of all the functions, which 
the liaison man for the university performs is lhat of keep- 
ing the relationship between the two parties flexible. True, ' 
a contract spells out terms which arc specific and- clear. 
Yet, somewhere in the relationship between the caterer 
and the university a feeling of mutual tru^t or mutual 
understanding must develop if the operation of food service 
is to be anything more than a rote, mechanical process 
of feeding students, ^he university must be the stimulus 
in achieving the de^d result — and the man on the scene 
is the only one who^can really achieve this. 

Measurement of results is probably the easiest of all of 
th'e aspects of a relationship with a contract feeder. Two , 
basic questions must be asked ove^and pver by the uni- 
versity: • . , 

1 . ,1s the feeding program in effect meeting the goals 
and objectives of the school? 

2. Are the financial results meeting anticipations? 

These questions could be reduced to: • 

1 . Are the students satisfied? ' • 

2. Are we within the budget? 

Clearly, these questions arc best answered by the liai.son 
man mentioned earlier. \\\^ eontaets within the university 
and his analysis of fiscal results will tell the story. 
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To summarize, I have^aitenTpieU lo walk through .the 
entire process of establishing and maintaining relations 
, with a contract feeder. \n{X\^\ contact, reasons for the 
contact, contract negitiation, key people involved, and the 
ultimate tools of measurement h^ve all been mentioned. 
No two schools will approach these areas alike. However, 
the })asic ground-rules do not change. Folloiv them closeK 
and diligently, and above all be honei^l with yourself and 
the contractor.^ 
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